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Adams Express Fund's discount funds poor recent performance. i t  has had 
remains narrow versus i ts  historical a hrstarv of health" return oarrlcularlv 
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standards . . . Investors can still p u -  during times of market weaknesses. and 
chase a dollar's worth of the fund's shares that may explain the relatively narrow 
for about 90 cents. but the discount has current discount. The fund consistently 
been on a narrowing trend over the past aims to offset its riskier issues with more 
year and a halt During the Latter part of conservative offerings. Management often 
the 1990s. investors were able to buy these substitutes convertible issues for their 
shares a t  a more generous discount, hover- common stocks when it perceives a higher 
ing around the 16%-17% range. level of risk than normal. (Convertibles . . . despite its below-average racent are Less likely to decline as much as their 
performance. Adam's Express Funds 52- underlying issues. and they provide higher 
week return of -21% fell well short of the yields.) Moreover. ADXs madest expense 
maJority of its general equity closedend ratios (among the lowest of its peer group) 
fund peers: the group averaged a positive and its buy-and-hold strategy of investi 
return of 4%-5% over the period. A few of (evidenced by the funds low turnover r a z  
the fund's top holdings have had a tough add to its long-term appeal. Therefore, 
time of Late. including American Interna- conservative investors with a t  least a 3- to 
tional Group. Nokia, and Solectron. On the 5-year investment horizon may want to 
positive side, management's decision to take a look a t  this issue as a core large-cap 
add to its position in Canandian National addition to their portfolio. 
Railway has paid off of late. Whatk more. The effects of a number of interest- 

stock, a relatively new holding to the rate cuts may well surface by the end 
portfolio. has also performed well over the of the year. Indeed. we are lwking for 
past few months. GDP growth to accelerate to nearly 3% in 
IXe fund's longer-term performance the fourth quarter. which may well pro- 
record has kept investors interested vide a needed boost to  the equity markets. 
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Albedo-Culver is hitting its stride. In- Share net is on track for S1.90 this 
deed. the consumer packaged goods divi- year. Indeed. there might be some upside 
sion in North America has rebounded to this estimate. given the momentum in 
strongly thus far in fiscal 2001 (ends S e p  the company's core business units. A 
tember 30th). It now accounts for 25% of sliehtlv hi&er tax rate and a hi&w share 
operating p&fits. versus 18% in the year- 
ago period. The reasons for the upturn are 
manifold better management: a focus on 
fewer. stronger brands: an accretive acqui- 
sition (the Pro-Line ethnic hair-care busi- 
ness): the successful debut of TRESemme 
Hy&ologx and better advertising support 
and sales from existing brands such as St. 
Ives Swiss Formula and Albert0 V05. 
Sally Beauty continues to carry its 
weight. The largest marketer of prafes 
sional beauty care products in the world is 
benefiting from its leadership market 
status. The addition of acquisitions in this 
still-fragmented sector has allowed Sally 
to grow sales a t  a strong double-digit clip 
over the past few years. In the first six 
months of fiscal 2001, both t o p  and 
bottom-line results have climbed a t  a 16% 
pace. supported by samestore sales 
growth in excess of 7%. This is a strong 
achievement in any market. much less in 
the current economic slowdown. 

count kill-have a slight dampeiiing effect 
on share earnings. however. In fiscal 2002. 
we would expect international currency ef- 
fects to moderate, likely aiding the sales 
and earnings climb. 
Alberto-Culver shares have slipped a 
notch in Timeliness, to 3 (Average). 
The stack has risen more than 100% since 
the beginning of 2000. and continues to 
trade adnear an all-time high. But, while 
earnings growth has been good of late (and 
should continue to be so in the near-to- 
medium term), the current PE multiple is 
also well above its historical range. 
Though ranked highly (2) for Safety. these 
shares are no longer inexpensive. Indeed. 
the shares' strong performance over the 
past year has discounted much of the total 
returns we foresee out to 2004-2006. W e  
suggest waiting for a more favorable entry 
point before making commitments to this 
issue. 
Brian L. B o e h  3ulv 6. 2001 
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_ _ _  
_ _ _ _  Albertson's has announced a hefty this will probably give rise to a quicker o p  

restructuring program. It will close erational improvement than would promo- 
about 165 stores in 25 states. reduce man- tional sales programs. Too. an uppade on 
agerial staff by 15% to 20%. and take a information technolagy should translate to 
$550 million charge (excluded from our es- a more efflcient operation. 
timates) to cover the plan's cost. This cam- Share net (excluding charges) should 
es on top of two years of charges to cover come in amund 52.15 in fiscal 2001 
the American Stores merger integration. (began February 2nd). Rising utility 
which began in mid-1999. Since that time. casts (especially in California) continue to 
ABS's CEO and two CFOs have departed. trim contribution margins, though this, 
and a new CEO, COO, and CFO have been along with wage pressures, may now be 
hired. We think that the changes a t  the easing. Next year, with a bowt from an 
top will bring about improved results, per- improved focus on category management 
haps sooner than later. ABS seems t o  be and pricing, we look for share net to rise to 
ready to admit that it bit off more than it $2.50. a 16% improvement over this year's 
could chew with the purchase of American estimated tally. IfAlbertson's should reach 
Stores. Many of those stores had been its 3% identical-store sales goal in the 
struggling before the merger. and operat- coming year, it should have little difficulty 
ing margins had been lagging the industry meetinglexceeding that earnings estimate. 
averages. A prudent cutback in these sites Albertson's shares hold appeal as a 3- 
ought to yield good operational progress. to 5-year holding. The company has 
ABS's identical-store sales. at 1%. struggled for several years and stock-price 
show little vigor at this time. This is performance has lagged. We continue to 
reinforced by the consideration that its think that Albertsonb has a large reser- 
drug stores are likely providing much of voir of untapped potential. and that, for 
the top-line gains. With numerous changes patient investon. the earnings story will 
In motion, expense reduction is more clear- look more appealing by 2004-2006. 
ly the focus a t  Albertson's these days. And Brim L. Bugbe August IO, 2001 
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